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b) Sinovac price falls from $ H to $ to

Pfizer
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A fall in Sinovac price causes consumer to have higher buying power . Thereby , it has

more real income
.
And since Sinovoc is an inferior good , consumer will less demand

this product .

SE : sa - Sb ( gain) and Pa - Pb ( loss )

IE :

Sb → Sc ( loss ) and Pb → Pc ( gain)

PE : Sasso ( gain) and Pa → Pc (gain)



2) a)

%""#
Q
,

It will produce at a ,
where SRMR or P

,
= SRMC

Profit = ( P
,
- Ps rn. c) Qi

( in short run)

b)

sin::#
Q
,

Profit is area of square ( P
,
x Pmo ) x Q ,

since LRAC E SR AC
,

the profit in long - run will be larger than in short - run

as the area is bigger



c)

me.#
Q
new

Since there is no new seller entering the market
,
firm will produce at anew and

lower the price to Pnew to meet long - run equilibrium where P = LRMC = min LRAC

and goin no economic profit .

3) a) Price at $ one and produce at lo million dose

b) Profit = ( P- AC ) x Q

= (80 - 65 ) x to

= $ 150 million

c) Price at $ so and 18 million dose

d) If the government produces vaccines at 20 million doses
,
this will be sold at Isao per dose .

However
,
at this quantity ,

ATC 7 P resulting as firm faces losses
.

Therefore
,
to minimise all losses

,
the government should subsidize

( APC - p ) x a = ( as - Ao ) x 20 = $ 160 million to cover all losses .


